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THE EGYPTIAN ECONOMY: CHARACTERISTICS 
AND RECENT PERFORMANCE 


I. Background | 

: Egypt is a country built out of two thin strands of water: the greatest, the 

© Nile and its valley; the other the Suez Canal. The Nile was the cradle of Egyptian 
civilization and the only constant in its survival. Its waters support Egyptian 
agriculture which in turn provides the principal prop of the 36 million population 
in an area the size of Texas, and on a cultivated area more the size of Connecticut. 
That prop is devoted primarily to the production of export crops ~ particularly 
the finest extra-long-staple cotton — whose proceeds are used to purchase grain, 
capital equipment, and consumer goods. The valley's lavish production of rice, 
onions, and grain no longer feeds Egypt's burgeoning population, although 
agricultural exports (f.0.b.) still exceed agricultural imports (c.i.f.). 


Industrial development in Egypt has been inextricably associated with its 
agriculture. Cotton provided the base for a textile industry, and the enormous 
need for fertilizer to sustain the multiple cropping in the valley was the spur for 
i the development of the chemical industry. As the only Arab nation with a trained, 
skilled work force and with easy access to water transport, Egypt was the first 
i ‘ Arab nation to develop a petroleum refining industry. Yet three generations after 
the beginning of industrialization, Egypt remains in a nascent industrial status, its 
early entrepreneurs dispersed by Nasirite socialism and its .aanagers dulled by years 
of burezucratic wrangling over investment allocation. It has added a budding iron 
and steel industry, expanded the capacity of established industry, and is beginning 
to expand into nonferrous metallurgy. 


0 FL reese tend = THESIS 


Egypt's initial foray inio accelerated economic development under Nasir left 
it with an unmanageable foreign debt and a keen sense of frustration. Halted by 
financing difficulties in the early 1960s and by increasing pressure to secure a 
military solution to the Palestinian problem, Nasir subordinated Egyptian plans 
for economic growth to the more politically acceptable and the more easiiy financed 
military objective. Renewed acceleration of economic development, if financed in 
large part by foreign capital and directed in important measure by foreign 
entrepreneurs and managers, may expect greater success. The major new factors 
A in the development equation are the huge amounts of Arab capital available to 
‘ Egypt and the burgeoning Middle East market in which Cairo has always been 
an important vehicle. 


ce ne rete eee cee ee a een ate See oe 


Restoration of the Suez Canal will help Egyptian foreign exchange earnings. 
Its utility as a connecting waterway, however, has been drastically reduced with 
the growth in size of supertankers. Oil transit revenues, which provided the lion's 
share of income before the 1967 closure of the Canal, will be less in the future 
($145 million per year) than they have been in the past (about $220 million in 


Secret 5 July 1974 


Approved For Release 2005/12/14 : CIA-RDP85T00875R001900030001-4 


eae Yereyn state eat pty on 


4 


Approved For Reldaee 2O0s/H2/14 - ClA- RDP85T00875R001900030001-4 


Secret 


the last full year of operation). Nevertheless, me Canal remains an important 
Egyptian resource. . 


Egypt's other natural resources are small judged by those of its neighbors. 
Small discoveries of petroleum and natural gas have been developed and may be 
expected for the foreseeable future. They permit Egypt to be self-sufficient in 
energy and may even produce an exportable surplus should the Sinai fields be 
returned in the near future. Industrial growth at the rates projected by Sadat, : 
however, will quickly develop a domestic market for such a surplus. There is limited 
prospect for expansion of the hydro-energy of the Nile. Indeed, much of the 
capacity of the Aswan facility cannot be exploited because of the seasonal character 
of the demand for irrigation water. 


The overriding importance of the military establishment since the advent of 
the Israeli state has had profound economic impact. Although weapons have been 
obtained essentially without payments, the very magnitude of the modern weapons 
employed and their need for transport, set-up, training, and maintenance have 

imposed a large burden on the state. A Mideast solution that permits an early 


and sustained reduction in Egypt's military effort seems critical to orderly economic 
development. 
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II. The Nature of the Economy 


The economy of the Arab Republic of Egypt is more advanced than that 
of any other Arab or African country, with the exception of South Africa. In 
ancient times the need to control the Nile imposed a high degree of economic 
organization and prompted an exceptional amount of technological innovation. 

' Despite thousands of years of exploitation by a series of conquerors, the first stages 
‘ of economic modernization occurred early in Egypt. As a result its economy is 
more diversified and more complex than that of its neighbors. 


Agriculture has long been highly productive in Egypt, supporting a large 
number of people on a small amount of cultivable land. In the 19th century, when 
Egypt was still a part of the Ottoman empire, cotton culture and perennial irrigation 
of various crops were introduced in the Nile Delta. As control of the Nile increased, 
more water for summer irrigation became available. Double and triple cropping 
spread up the Nile. Other commercial crops — rice, vegetables, and fruits - were 
adopted, further divorcing agriculture from peasant subsistence. As commercial 
agriculture grew, elaborate crop rotation and extensive use of foreign commercial 
fertilizer became prevalent. Application of chemical fertilizer per acre in Egypt 
exceeds the rate in most other areas of the world. For decades, moreover, output 
per acre has compared favorably with that in many Western countries. 


pled? Ropes bea ae! 


Modern industry also is not new. Industrialization was impeded until this 
century by the British administration's promotion of cotton culture and a trade 
program that included high duties on industrial re~ materials and capital goods. 
Shortly before orld War I, however, the first oii refinery in the Arab world was 
constructed at Suez. In the 1930s, little more than a decade after the British left, 
textile mills and other relatively large-scale manufacturing concerns began to appear. 
By 1958, the first steel mill in the northern part of the African continent opened 
at Hulwan. 
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Human resources are more highly developed in Egypt than in most developing 
nations. In the cities where the legacy of ancient Egyptian civilization persists, 
the upper and middle classes have always sought the best education available for 
their children. After the 1952 revolution, higher education was provided for 
hundreds of thousands of others in order to build a cadre for the military and 
the proposed new cconomic order. As a result of these policies. Egypt now 
represents a reserve of «alent upon which the entire Middle East draws. 


PIRES 


Despite a long headstart, Egypt remains a poor and far from modern state. 
With a GNP of about $8.5 billion and a population of 36 million, per capita income 
is less than $250 per year. Industrial development has been uneven, leaving the 
country with little capacity for producing capital equipment or for expandinz 
industrial exports. Even after more than a decade of intensive effort at industrial 
development under the Nasir regime, agriculture still provides more than one-fourth 
of GNP and agricultural products account for more than half of export earnings. 
In rural areas, despite centuries of steady progress, output has barely kept pace 
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Production in Egypt 


1952 age 
Thousand Tons! 
: Major agricultual products | . 
Cotton (lint) 446 510 
: Vegetables ee 4,928 5,280 ’ 
Fruits 894 1,685 
Rice $17 2,68 } 
Maize 1,506 2,342 
Sugar cane 5,258. 7,300 
Major industrial products 
ivon and steel 78 431 
Super phosphates 106 486 
Nitrogen fertilizer M1 384 (FY) 
Spinning and weaving 131 470 
Portland cement say 3,976 
Generated electricity (million kwh) 992 7,995 


1. Unless otherwise indicated. 


with population growth, and incomes remain at or near the subsistence level. 
Industrial growth: has failed altogether to keep abreast of urban migration and 
population growth. In the cities, massive unemployment has been avoided only 
by military recruitment, overstaffing in the state bureaucracy, and export of 
professional personnel and skilled workers to other Arab countries, 


The Nasir government created today's economic institutions. Between 1952 
and 1964 the government acquired all foreign-owned agricultural land and 
confiscated Egyptian holdings in excess of 100 acres. This land was then distributed 
to peasants and to landless agricultural laborers, firmly establishing the small farm 
as the dominant form of agricultural tenure and the small farmer as the principal 
recipient of rents in the agricultural sector. 


Control of industry and finance was altered much more radically. A spate : 
of nationalizations occurred in 1957, following the Suez crisis, in the course of 
which all property of British and French citizens was sequestered. During 1961-64, 
almost all other ‘arge industrial firms, all major banks, and most mining operations 
became wholly or preponderantly government-owned. By the end of the 1960s, 
less than 15% of all business firms were in private hands; private venture capital 
played a major role only in transportation, construction, and crude petroleum 
production. Almost all significant economic decisions were made by the central 
government. Even in the agricultural sector, government policy dominates private 


‘choice. Arca planted, availability of water, and commodity prices, all are subject 
to government control. 
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Development and Growth 


For a time the Nasir government succeeded in radically altering Egypt's 
economy. Output and industrial capacity grew rapidly from 1954 to 1965, largely 
because of the addition of new industries. Agricultural output increased more 
slowly. The favorable impact of land reform on individual incentives resulted in 


Steadily rising productivity during most of the first decade under the Nasir 
government. 


The economic growth achieved by the Nasir regime was accomplished with 
insufficient regard for the costs involved or for the country's ability to pay. Unable 
to borrow abroad any longer by 1967, the government lowered investment outlays 
and restricted imports. The impact of these adjustments fell most heavily on the 
industrial sector, where output dropped sharply. Because of the government's rigid 
internal pricing policies, output of many agricultural crops also was cut back. Much 
lower investment in infrastructure as the Aswan Dam neared completion caused 
a decline in construction activity. Rising Suez Canal revenues and other gains in 
the service sector barely offset declining output elsewhere. In FY 1967, GNP failed 
to rise and per capita incomes declined. 


In 1970 the Sadat regime inherited a battered and depressed economy. The 
1967 war and its aftermath had seriously exacerbated Egypt's economic problems, 
depriving the country of assets that produced some 7% of GNP. Cut off from 
Western credit, saddled with growing industrial obsolescence, beholden to the USSR 
for arms, and confronted with the constant threat of renewed hostilities, the new 
government was abie to tackle unly the most immediate economic problems. During 
the interwar period as a whole the Egyptian economy stood still, with real output 
in 1973 only slightly, if any, greater than it was in 1966. 
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III. Egyptian Internal Finance 


Egyptian finance is dominated by the state. In most activities, including 
banking, the government is the sole owner, and all opcrations are subject to the 
constraints imposed by a cumbersome state budgetary process. While this system 
has stifled initiative and reduced managerial efficiency in general, it has greatly 

: facilitated financial planning. For example, the government has been able to repress | 
‘ much of the inflationary impact of social welfare and deficit financing schemes 
simply by controlling both prices and import levels. 


The State Budget . | 


The present format of the Egyptian state budget reflects the monolithic nature 
of the present economic order. The Egyptians inherited a simple fiscal structure 
from their British administrators, with state investment confined to a few public 
utilities and little but administrative operations funded through the state budget. 
The budget since has been expanded and revised to accommodate the emergence 
of Egypt as a socialist state. Even local government entities have lost much of 
their fiscal role, becoming mainly collecting and disbursing agents for the central 
government. 
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The first major post-colonial revision in the format of the Egyptian state 
budget occurred in FY 1959. It incorporated an "enterprise budget" into the 
traditional administrative budget. The purpose of the change was to reflect the 
financial operatior of state firms that had been nationalized or sequestered in 
the wake of the October 1956 Suez crisis. New state enterprises and other 
nationalized firms subsecuently have been added to this budget, vastly increasing 
its size. As a consequence of this change the budget now includes on the expenditure 
side all salaries and other current outlays in the ministries and state firms, as well 

. as all investment in state enterprises. Revenues now consist not orly of tax and 
other ordinary receipts, but also of earnings of state firms. The most important 
recent innovation in state finance was the creation, after the June 1967 war, of 
an Emergency Fund. The fund was financed by oil-rich Arab states and was to 
be used to cover military and other expenditures related to hostilities with Israel. 
It also provided a convenient blind for other financial activities that the Egyptian 
gove.nment did not want to detail in the conventional budget presentation. 
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The Egyptian government has always been reluctant to reveal much about 
the implementation of the state budget. Until 1973 a substantial portion of the 
planned budget was published each year. It appeared, however, in a wide variety 
of inconsistent formats 


25X1 


, after changing from a 
30 June) year to a calendar year presentation, the Sadat regime announced that 
even the planned budget would no longer be published. This move probably was 
designed to avoid revelation of military outlays as well as to avoid too complete 
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an account of Egypt's expenditures to its Arab benefactors. Now that financial 
pressures on Sadat have been reduced, more budgetary candor may be 
forthcoming.! 


Banking System 


The banking system consists primarily of government-owned institutions. At 

the time of the revolution, Egypt had a relatively modern banking system owned ; 
mostly by foreigners or wealthy Egyptians. The system then consisted of a de 

facto central bank and 27 commercial banks. Following the nationalization of the | 
Suez Canal Company in 1956, foreign bunks were "Egy ptianized." The law initially : 

required that all banks be transferred to Egyptian nationals or to public entities, 
but in 1961 the banks were taken over by the government. Until recently the 
proscription against foreign-owned banks was relaxed only to permit pan-Arab banks 
to operate in Egypt. Since the October war, however, the Sadat regime, as part 
of a general economic liberalization, has again opened the door to 
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The monetary unit of Egypt is the Fgyptian pound (££), made up of 
100 piasters, each in turn divided into 10 units called milliemes. The official parity 
of the Egyptian pound has remained at US $2.872 since 1949, when it was devalued 
in line with the pound sterling. A de facto devaluation occurred in 1962, after 
which ail official transactions took place at about $2.30 to the Egyptian pound. 
The buying rate was raised to $2.55 to the nound in 1973, effectiy i 4 
the pound for official transactj 
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In practice the cfficial pound rate is only applied to Egyptian private citizens | 
purchasing pounds with foreign exchange in Egypt. Almost all Egyptian | 
commodities moving in foreign trade are either bartered or priced in dollars or | 
9 
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pounds sterling and paid for in convertible currency. These foreign exchange receipts 
are made available to state entities to pay for imports. For internal accounting 
purposes, various exchange rates are used depending on the priority of the enterprise 
involved. For many years, both diplomats and tourists in Egypt have received 
preferential buying rates for pounds. The latest foreign exchange innovation is a 
plan to create a paraliel free currency market available to foreign visitors. In this . 
market, pounds could be acquired at the rate which they bring in such financial 
centers as Beirut where they bring only about half of the official rate. 4 


S SFE RSS SRS 1G DRS ete 


ie SE AS eee 


MONET oh Sees 
ot = 


ry eee 
Cares 


8 a 

| ; 

} Secret f 
or Approved For Release 2005/12/14 : CIA-RDP85T00875R001 900030001 -4 ; Lo tis as x 


Sere cee ae tere een neat esi et te tera te ome segeetnns “ 


ER Ty TE ee TT GEG RAEI A PE ay Le ae ETERS HOS SS GC pas (hed Wine) Bille TROL RE ORE TRAE TaN Raa eR 

ei . : ” + i , . a we bcs a Neer ced “ de i i: 
. at 
‘ Corny eo 2a aes 


‘hoa 


~ Approved For Release 2005/12/14 : CIA-RDP85T00875R001900030001-4 


Secret 


IV. Egyptian Foreign Trade 


resource base. Most mineral resnurces essential to modern industry are lacking. 

In Egypt's almost rainless agricultural sector, both arable land and known water 

supply are fixed in the short to mid-term. These rigid constraints have inspired 4 

; Egypt to concentrate increasingly on the production of high-value commercial crops i 
° to be exchanged on the international market for other agricultural commodities, 4 
industrial inputs, and consumer goods. : ; 


4 
} 
| 
Egypt is heavily dependent on foreign trade? because of its severely restricted : 
q 


Despite considerable economic diversification over the years, Egypt's export 
trade remains dominated by extra-long-staple cotton, marketed both as fiber and 
as manufactured textiles. As the world's largest producer of long-staple cotton, 


Egypt exercises considerable control over prices. Since the mid-1950s this power eS 
has been enhanced by access to East European markets in which Egypt sells lower | ; 
grades of this cotton regularly and dumps surplus supplies of the top grade cotton 

when demand in the West is week. Egypt is also the world's third largest exporter 

of rice. Dehydrated onions and citrus are other important exports. 


Because of the heavy dependence on outside sources for both consumer and 
producer goods, Egypt has only limited control over the volume of imports. Since 
most food for urban consumption is imported, population growth and urbanization 
have impinged relentlessly on the size of the import bill. Moreover, quickened 
economic growth will reinforce the upward surge in the volume of imports until 
capital and intermediate goods industries are more fully developed. 
Reducing imports requires particularly difficult economic and_ political 
. decisions. Any reduction in the quantity or quality of consumer goods imports 
causes immediate dissatisfaction in politically sensitive urban areas. On the other 
hand, restricting the flow of imported industrial inputs leads to urban recession. 
During foreign exchange crises in the past, the Egyptian government, after initially : : 
limiting luxury goods imports, generally has resorted to restrictions on investment, 
preferring to cope with eventual stagnation and obsolescence rather than to risk 
the immediate ire of the urban masses. 
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The geographic pattern of Egyptian foreign trade has fluctuated widely over 


the last two decades. Traditionally, Egypt traded almost exclusively with Western a 
; Europe, but under Nasir, barter trade with Eastern Europe and other LDCs became ie 
increasingly important. The grov’th in barter trade stemmed mainly from the t 
availability of concessionary credits either in the form of long-term, low-interest Hf 
loans from the USSR and Eastern Europe or in the form of sizable "swing balances" 
allowed under bilateral trade agreements. These markets also provided an outlet P 
for Egyptian manufactured goods, surplus agricultural products, and other items 
that could not easily or profitably be traded in the West. The share of bilateral ; 
trade has begun to shrink recently, principally because high cotton prices in the 
West have inspired the Egyptians to divert shipments that previously would have i 
been earmarked for the USSR. i “Ag 
3. For data on Egypt's forcign trade, see Appendix C, bs 
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V. External Economic Relations 


As a result of the excesses of the Nasir regime, Egypt has accumulated more 
than 51.5 billion in external economic debts, Because of this debt overhang, Cairo 
was for many years almost totally dependent on handouts of Arab aid to cover 
a current account deficit that exceeds half a billion dollars. 

When the socialist government came to power in 1952, Egypt's external 
finances were in good order. Cotton exports and invisiple earnings were adequate 
to finance imports. Foreign debt was minuscule and foreign exchange reserves 
amounted to almost $1 billion. 
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Egypt's external economic position changed rapidly under the socialist 
government. Nasir's decision to promote simultaneously long-term economic growth 
and a broad program of social welfare inflated demand for both capital and 
consumer goods imports. For a time the mounting import bill was financed by 
rising exports of agricultural products and by reduction of reserves. By the end 
of the 1950s, however, Egypt had begun to borrow heavily in the West and, to 
a somewiaat lesser extent, in the East. 
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Impiementation of the First Five-Year Plan (1960-65) greatly accelerated the 
pace of foreign borrowing. By 1962, external debt was almost $1 billion, compared 
with a GNP of less than $5 billion and annual export earnings (goods and services) 
of about $500 million. By 1965, interest payments alone were absorbing 25% of 
foreign exchange earnings. 


Even before the Five-Year Plan was completed, it became clear that Egypt 
would be unable to service its mounting foreign debts. The favorable early impact 
of the land reform program began to fade, reducing agricultural export growth 
well below initial government expectations. Egypt's newer manufacturing industries, 
moreover, were failing :o achieve savings in foreign exchange outlays. Because the 
Plan had not been ‘esigned and implemented carefully, unexpected gaps in 
industrial production had to be filled with imports. The new industries, heavily 
dependent on iiuported inputs, could amortize foreign exchange investment costs 
only at near-capacity production levels, A high level of output could not be 
maintained, however. because of the inefficiency of Egypt's state bureaucracy and 
the haphazard plan implementation that left newer industries dependent on an 
outmoded economic infrastructure. 
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As early as 1963, Egypt began to have difficulty meeting the short repayment 
schedules and high interest rates on its foreign commercial bank obligations. After 
a series of defaults, acceptable debt-consolidation and rollover agreements were 
concluded with most banks in December 1966, effectively transforming Egypt's 
overdue short-term obligations into medium-term indebtedness. By the time the 
Five-Year Plan was concluded in 1965, Egypt was already seeking relief from longer 
term obligations. Rollover agreements were concluded in 1966 with all major 
Western creditors exceyt the United States. Of these agreements, only the French, 
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which had allowed considerable additional debt accumulation, was honored. Egypt 
used the 1967 war with Israel as a pretext for new debt negotiations, most of 
which were not concluded until 1969 or 1970. The aftermath of these debt 
negotiations vas a complete cessation of net capital inflow from the West. Moreover, 
the Aswan High Dam had been completed, and repayments to the Soviet Union 
almost certainly were as large or larger than greatly reduced aid drawings. 


The 1967 war with Israel further restricted Egypt's financial options.4 Closure 
of the Suez Canal, loss of the Sinai oilfields, and reduction in the tourist trade 
led to foreign exchange losses of more than $250 million annually. Annual subsidies 
from Saudi Arabia, Kuwait, and Libya, agreed to at Khartoum in October 1967, 
were provided to replace these losses. Egypt was thus placed at the inercy of its 
Arab neighbors at a time when it was already completely beholden to the USSR 
for arms. 


Cairo's external economic crisis worsened dramatically toward the end of the 
interwar period. Qadhafi of Libya, who during 1970-71 had provided enough 
supplementary aid to offset the effects of population growth and rising international 
prices, suspended such ad hoc aid in 1972 ina fit of pique over Sadat's increasingly 
pragmatic approach to both economics and politics. Egypt managed to raise enough 
loans in the smaller Persian Gulf states to get through the year without curtailing 
essential imports. In 1973, Faysal of Saudi Arabia grudgingly agreed to guarantee 
some $65 million in wheat imports and to provide some $300 million in cash 
aid. He apparently refused, however, to increase his regular (Khartoum) subsidy 
to Egypt, leaving Sadat with the prospect of each year begging for funds to finance 
basic needs. 
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4. Egypt's balance of payments for fiscal years 1967-72 is given in Appendix D. 
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VI. Status of Egypt’s Arms Acquisitions 


Moscow lias been the source of about 90% of Cuiro's arms purchases. More 
than $3.1 billion worth of Soviet arms have been provided,’ of which two-thirds 
: have been delivered since the 1967 war, and $400 million since 6 October 1973. 


Egyptians arms procurerient since the 1967 war has centered around one 
primary objective - regaining the Sinai. Soviet refusal to supply advanced weapons 
! systems that might challenge Israel's technological superiority led to Sadat's 
ee expulsion in 1972 of most Soviet military advisers and technicians and all Soviet 

combat units stationed in Egypt. Although Sadat's action reduced the Soviet 
presence, it did not end the flow of Soviet arms. The T-62 medium tank was 
provided in increasing numbers, and the BMP combat infantry vehicle and SU-17 
and SU-20 fighter-bombers were introduced after the Soviet expulsion. Contracts 
covering the supply of the Scud surface-to-surface missile system and the MIG-23 
Flogger swing-wing interceptor apparently also were concluded. The Soviet resupply 
effort begun in October 1973 accelerated Egyptian arms modernization as those 
units hardesi hit in the fighting were reequipped with the most modern armored 
equipment and antitank weapons being exported by the USSR. 
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The Soviet arms supply relationship has weakened considerably in recent 
months. Since the disengagement agreement on the Egyptian front, Sadat ‘has felt 
less of a need for dependence on the Soviets. In mid-April, following a deterioration 
in relations between Moscow and Cairo, the Soviets stopped arms deliveries and 
Sadat publicly announced a program to diversify Egypt's sources of arms. Cairo 
subsequently sent arms purchasing missions to Western Europe and expressed 
interest in obtaining Mirage and Jaguar aircraft, the Rapier surface-to-air missile 
system, and a wide range of support equipment ranging from trucks to electronics. 
Saudi Arabia purchased 30 Westland helicopters from the United Kingdom last 
year for delivery to Egypt. Riyadh also ordered 38 Mirage III-E aircraft from 
France for possible transfer to Egypt when needed. 
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Despite mutual antagonism, neither Sadat nor the Soviets want a total break 
in relations. Sadat needs Soviet arms and spare parts to maintain a credible military 
posture to bring about a final peace treaty. Moscow would like to protect its use 
of the port of Alexandria and needs a viable relationship with Egypt during the 
Geneva peace negotiations to check the ebb of its position in the Middle East. 


By June, Soviet-Egyptian relations, at least on the surface, were beginning 
to improve, high-level Soviet-Egyptian mectings appeared to be in the wind, and 
the resumption of Soviet arms deliveries seemed a possibility. Sadat will continue 
to attempt to diversify his arms inventory by the introduction of sophisticated 
Western weapons systems, but this will require a long-range program over part of 
which he will of necessity be dependent on the Soviets. Moreover, diversification 
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will depend on continued availability of Arab funding because cash payment or 
short-term credit aimost certainly will be involved. 
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VII. American Firms in Egypt 


US firms are not and never have been heavily involved in the Egyptian 
economy. Before the 1952 revolution, French and British interests owned most 
of the financial: and industrial assets in Egypt. Although little pre-revolutionary 
stigma is associated with US firms, entry into Egypt's highly socialized 
post-revolutionary economy has been difficult. US firms are represented by 
marketing offices in Egypt, established to sell such products as movies, cosmetics, 
and pharmaceuticals, commodities in great demand but in short domestic supply.§ 
US oil companies who own most assets in the petroleum sector jointly with the 
Egyptian General Pctroleum Corporation are an exception to this pattern. Thus 
far, US firms have invested more than $500 million in Egyptian oil production 
and marketing, and another $200 million in investments has been scheduled. 


After the October war, interest in US firms soared because of the good press 
our diplomatic efforts received, Egyptian respect for US expertise, and the cost 
advantages offered by the devalued US dollar. Engineering contracts were awarded 
in quick succession to Bechtel Corporation (for the SUMED pipeline) and to 
Murphy Pacific Company (for clearing the Suez Canal). Discussions also were held 
with the Chase Manhattan Bank about establishing branches in Egypt and with 
Sheraton hotels about construction of new tourist facilities. This euphoria slowed 
abruptly in April 1974, when the Bechtel Corporation withdrew from the SUMED 
contract. Temporarily, at least, this action discouraged Egyptian authorities from 
offering other large contracts to US firms. 


6. Fora list of US companics with operations in Egypt, see Appendix F. 
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VIII. Politics in Egypt: A New Atmosphere, New Burdens 


The October 1973 war brought changes of revolutionary proportions to Egypt: 
changes in Egypt's image of itself as a leader among Arab countries and as a 
significant force among world nations; changes in President Sadat's image as a 
domestic and an Arab leader; and, most important, changes in Egypt's foreign and 
domestic policy orientations. The changes have been happy ones, evoking in the 
Egyptians a sense of pride that is both self-satisfying and absolutely necessary for 
the sustenance of the new policies Sadat is pursuing. The changes carry with them 
methods of operation that are unfamilar and in some cases unwelcome to the 
bureaucratic, administratively inflexible government apparatus that runs the 
country. 


Political Change 


Sadat was seldom taken seriously before the war, either by his own people, 
by other Arabs, or by the world at large ~ something he never loses an opportunity 
to point out now that the situation has changed. He lived in Nasir's shadow, and 
his inability to match Nasir's flair or to reverse Nasir's defeats, despite persistent 
promises to do so, made him a subject for jokes even among. those who had not 
been enamored of his predecessor. 


The war has given Sadat proper title in his own right to the leadership of 
Egypt and of the Arab world. The Egyptians, whatever the facts of the military 
situation, believe they have won a military victory, and this has given Sadat a 
certain freedom to set policies for Egypt and for the Arabs that he could not 
have carried off before. Without the restored sense of self-respect the war brought 
with it, Sadat could not have pursued negotiations with Israel, could not have 
improved his ties with the United States, and could not have shifted his 
concentration from war io reconstruction. 


Sadat believes that he has won for Egypt the right to be considered the political 
equal of other nations — of the Israelis with whom he is negotiating, of the 
superpowers on whom he now looks as partners rather than as sponsors, and of 
the states that offer investment promises for Egypt's reconstruction program. This 
self-confidence is a new sensation for Sadat, and he is prepared to capitalize on 
it. He will gauge his relations with other states according to their readiness to 
deal with him on equal terms. He regards the investment market that Egv pt offers — 
to say nothing of the political benefits thut cooperation with Egypt provides — 
as a fair trade-off for assistance in the one area, economic ad technical develop- 
ment, where he recognizes that Egypt still lags. 


Sadat is not without opposition, and potentially serious opposition, from Arabs 
who believe that he has conceded too much to Israel and turned his back on 
the Arab "battleground" to concentrate on Egypt's narrow domestic interests. He 
also faces opposition, less serious but potentially disruptive, from Egyptians who 


17 
Secret 


Approved For Release 2005/12/14 : CIA-RDP85T00875R00190 


San ins cnaettiedehdiatalaadentnesann aeememmeiremenanemrerer mete oo 


0030001-4°°" Tt ee 


Secret 


fear that he is moving too fast toward the United States and is abandoning Egypt's 
economy and thus its political freedom to Western capitalists. 


Sadat often admonishes the Egyptians to rid themselves of the "complexes" ; 
that have characterized and hindered Egyptian policy in the past. His admonitions 
are at once a sign of his own confidence in Egypt's ability to pursue its domestic 
and foreign policies on its own terms, and a recognition that others in Egypt do 
not share his self-confidence. To those who fear that closer ties with the United : 
States will mean subservience to Washington, Sadat points out that Egypt must 
adapt itself to international changes, to detente in particular, and need no longer - 
fear that good relations with either superpower signifies that Egypt is cast in the 
mold of client state for that superpower. In a similar vein, to those who fear 
that foreign investment will mean a return to foreign colonialist domination, Sadat 
emphasizes that he does not intend to give the economy over to foreign contro! 
despite Egypt's resort to external financing and to foreign technical expertise. 
Although not so directly stated, Sadat's admonitions apply as well to the fears 
of other Arabs that he is giving up the struggle with Israel too easily. 


Flexibility and adaptability have become the cornerstones of Sadat's policy, 
| domestic and foreign, since the war. Egypt's military and negotiating successes have 
enabled him to overcome his own "complexes" about dealing with Israel and about 
Egypt's ability to deal on equal terms with the rest of the world. His principal 


task at present is to overcome the rigidity and extremism that prevent other Arabs 
from following him readily. 


Administrative Change 


Sadat also faces administrative problems of a largely mechanical, yet complex 
nature. Egypt's government apparatus is an overstaffed, overly centralized 
bureaucracy with built-in inefficiencies and little experience in polic:’ planning. 
It needs revamping before it can effectively pursue the tasks of reconstruction 
and domestic economic revitalization. 


During most of the recent past, Egypt's foreign and domestic policies were 
formulated largely on an ad hoc, almost haphazard basis. Sadat began to see the 
benefits of comprehensive foreign policy planning as he prepared for the war. The 
prospect of heavy foreign investment and large-scale cevelopment in the aftermath 
of the war has now forced him to consider the need for similar planning and 
inore efficient implementation in the domestic sphere. Where planning and carrying - 
out fcreign policies is essentially a one-man show in Egypt, domestic policies tepend 

to a large extent for their design, implementation, and acceptability on the collective 

will and on the efficiency of a massive bureaucracy. 


Sadat recognizes the problems involved and has taken the first steps necessary 
to overcome them. He recently established specialized national councils to draw 
up long-range policies in the fields that most closely concern development and 
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reconstruction; these include councils for production and economic affairs, public 
services anc social development, and education and technology. Sadat and First 
Deputy Prime Minister Hijazi also envision streamlining the implementation process 
by delegating vreater responsibility to lower levels of each ministry and at the 
same time reducing the proliferation of small, overlapping agencies. 


Recognizing the administrative problems that plague the government and 
following through on corrective measures, however, are two very different things; 
and Sadat and Hijazi face an vphill battle. They must fight a cumbersone and 
well-entrenched bureaucracy that extends beyond the’ government to the 
state-owned corporations that will participate most directly in reconstruction 
programs. They must force change on a change-resistant apparatus; and the process, 
if it is ever to be accomplished, will require years. 


19 


Secret 


CIA-RDP85T00875R001900030001-4 


are 


et aoa ey 


Seared we 


aten rey 


Approved For Release 2005/12/14 : CIA-RDP85T00875R001900030001-4 


Secret 


IX. Sadat’s Economic Policies 


Sadat's economic policies are directed toward the goal of maintaining an 
economic growth rate of 7% - 10% a year during the next decade. This would 
double GNP aid provide a growth in per capita income of at least 4% a year. 
He hopes that his program of economic liberalization will be the driving force 
for this unprecedent growth by revitalizing Egypt's small private sector and by 
attracting foreign venture capital. 


Sadat's program of economic liberalization was begun in 1971 when an 
omnibus foreign investment law was enacted that liberalized tax laws, provided 
investment guarantees, and eased most of the restrictions on business management 
and the movement of money. With the exception of the Arab International Bank 
little progress had been made in implementing the program before the October 
war. Egypt's cumbersome state bureaucracy had been slow to establish the necessary 
administrative machinery, but the most serious impediment was the constant sabre 
rattling by the Sadat regime which scared off most foreign capital. 


The central mechanism of Sadat's liberalization program is the Free Zone 
concept. Free Zone status can be accorded to an area or to an organization, entitling 
it to all of the benefits of Egvpt's revamped foreign investment code. Thus far 
a large tract in or near Alexandria has been designated a Free Zone area, and 
most of the reconstructed Suez Canal area is expected to become a Free Zone. 


As Sadat's new policies are implemented, the state economic sector almost 
certainly will shrink. Initially, the Sadat regime attempted to create the new private 
sector by selling off unprofitable state firms, but this scheme was rejected by the 
assembly. The same objective may be accomplished indirectly. The new investment 
code entitles state firms to Free Zone status whenever a joint partnership is formed 
with a foreign investor. Most of the Egyptian General Petroleum Company is already 
entitled to escape state control by means of this provision, and other firms almost 
certainly will be eligible in the future. 
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X. Egypt’s Economic Prospects 
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Egypt's cconomic prospects are greatly improved as a consequence of the 
October war. During the fourth quarter of 1973, some $55v million in wartime 
non-military aid from Arab sources was received. This, in addition to a prewar 
Saudi allocation of at least $300 million, raised extraordinary receipis in 1973 
to more than $850 million. Only a small amount of these funds was used to offset 
war-rclated damages and inconveniences, and none was spent for arms. The extra 
1973 receipts have permitted Egypt to repay its most pressing foreign debts, greatly 
enhancing Cairo's credit rating, and will enable Egypt to finance its most urgent 
imports through mid-1975. The post-war disengagement will allow the Suez Canal 
to be reopened and the SUMED pipeline to be constructed as planned. For the 
next five years or so, revenues from these two sources alone should be ample 
to finance the normal increment in demand for consumer imports stemming from 
urbanization, rising per capita incomes, and population growth. 


Over the longer term, Sadat's ambitious economic plans will produce sizable 
current account deficits.?7 Even a reasonably efficient investment program designed 
to achieve a 7%-10% per annum growth in GNP could entail a current account 
deficit of $500 million to $600 million annually over the next 6 years and a 

, cumulative deficit of about $3 billion. 


| The magnitude of state borrowing that will be necessary over the next several 
i "years will depend on a number of uncertain factors. Revamping and expanding 
Egypt's old and inadequate economic infrastructure will require considerable state 
investment. The state will also need to relieve the most critical production 
bottlenecks created by irrational past investment policies. To forestall criticism of 
et . too rapid economic liberalization, the Sadat government will seek a sizable state 
equity in new industrial projects. In the event that the Sinai oilfields are regained, 
the prospective external deficit on state account could be partly offset by earnings 
from crude oil exports. Continuation of the annual S190 million Arab subsidies 
would enable the state to meet two-thirds of its prospective new public sector 
investment commitments without further foreign borrowing and without Sinai oil. 
Under no circumstances, however, would Egypt be able to retire a significant 

amount of external official debt until 1980 or later. 


Prospects for financing the current account deficit appear to be good even 
if Arab subsidies are discontinued and assets on Sinai are not regained. At the 
present time, about $1.6 billion in foreign aid ~ mostly from Iran, the IBRD, 
the United States, and Japan ~ hes been approved or is being seriousiy proposed. 
In addition, almost $3 billion in venture capital is being proffered, mainly from 


Arab sources. Together these amounts more than equal the cumulative deficit now 
being projected. 


While sufficient foreign funds to finance economic development should be 
available, political and economic considerations could make it difficult for Egypt 


1, For projection of Egy'at’s balance of payments, sce Appendix G. 
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to take full advantage of this opportunity. To gain access to private funds on 
a large scale, Egypt must open up its economy to private enterprise and substantially 
reduce bureaucratic controls. There will be strong resistance to such a change both 
from Egyptians with a socialist ideology and from vested interests. At the same 
time, there is strong opposition in Egypt to large-scale foreign ownership of 
Egyptian assets and an unwillingness to permit a high degree of Egyptian 
dependence on any single foreign country. The Sadat government for example, 
refused to permit Kuwait to acquire control of the SUMED pipeline. If necessary, 
Egypt will forgo considerable funds to prevent what it considers to be a danger 
of undue foreign influence. 
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FACT SHEETS ON EGYPT 


LAND: | 
386,200 sq. mi. (including 22,200 sq. mi. occupied by 
. Israel); 2.8% cultivated (of which about 70% multiple 
cropped); 96.5% desert, waste, or urban; 0.7% inland 
water 
ioe Land boundaries: 1,570 mi. (1967), excludes occupied area 
1,534 mi. 


WATER: 

Limits of territorial waters (claimed): 12 n. mi. (plus 
6 n. mi. "necessary supervision zone") 

Coastline: 2,140 mi. (1957), excludes occupied area 1,340 mi. 
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Population: 36,418,000, average annual growth rate 2.2% (7/70-7/72) 

Ethnic divisions: 90% Eastern Hamitic Stock; 10% Greek, Italian, Syro-Lebanese 

Religion: (official estimate) 94% Muslim, 6% Copt and other 

Language: Arabic official, English and French widely understood by educated 
classes 

Literacy: around 40% 

Labor force: 8 to 12 million; 45% to 50% agriculture, 10% industry, 10% trade 

and finance, 30% services and other; serious shortage of skilled labor 

Organized labor: 1 to 3 million 
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Legal name: Arab Republic of Egypt 

Type: republic; under presidential rule since Junie 1956 

Capital: Cairo 

Political subdivisions: 25 governorates 

Legal system: based on Engtish common law, islamic law, and Napoleonic codes; 
permanent constitution written in 1971; judicial review of limited nature in ; 
Supreme Court, also in Council of State which oversees validity of administrative ; 

; decisions; legal education at Cairo University; accepts compulsory ICJ 
. jurisdiction, with reservations : 

Branches: executive power vested in President, who appoints cabinet; People's 
Assenbly has little actual power (serves mainly for discussion and automa- 
tic approval); independent judiciary administered by Minister of Justice 

Government leader: President Anwar Sadat 

Suffrage: universal over age 18 

Elections: elections to People's Assembly every 5 years (most recent October 
1971); presidential elections every 6 years (next scheduled in 1976) 

Political parties and leaders: political parties banned except for the government- 
Sponsored sociopolitical grouping, Arab Socialist Union (ASU) 

Conmunists: approximately 500, party members 

Member of: AAPSO, Arab League, FAO, TAEA, IBRD, ICAO, IDA, IFC, THB, ILO, IMCO, 
IMF, ITU, OAU, Seabeds Committee (observer), U.N., UNESCO, UPU, WHO, WMO, WPC 
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ECONOMY : 

GNP: $8.5 billion (1973 est.), $240 per capita; slow decline in per capita income 
since 1970 (C) 

Agriculture: main cash crop -- cotton; other crops -- rice, onions, beans, wheat, 
corn, barley; not self-sufficient in food, but agriculture a net earner of 
foreign exchange 

Major TUBULES: textiles, food processing, chemicals, petroleum, construction, 
cemen 

Electric power: 4,555,000 kw. capacity (1972); 8 billion kw.-hr. produced 
(1972), 230 kw.-hr. per capita . 

Exports: $839 million (f.o.b., FY72); raw cotton, cotton yarn and fabric, rice; 
also crude petroleum, onions, potatoes, chemicals, cement (C) 

Imports: $1,279million (c.i.f., FY72); foodstuffs, machinery and equipment, 
fertilizers, woods (C) 

Major trade partners: EC countries, U.S.S.R., and other Communist countries (C) 

Aid: 

economic -- Communist countries, $2.1 billion in credits through 1973, U.S., 
$1,017 million in credits and grants through FY72 (diplomatic relations and aid 
suspended June 1967); sizable credits from international agencies, West Germany, 
Italy; large grants from Libya since 1969; $250 million annual subsidy from 

Arab states while canal is closed; 

military -- Communist countries, about $3.5 biilion through 1973 

Monetary conversion rate: 1 Egyptian pound=US$2.54 (selling rate); 9.394 Egyptian 
pound=US$1 (selling rate) 
Fiscal year: calendar year, beginning in 1973 : 


COMMUNICATIONS: 
Railroads: 3,358 mi.; 570 mi. double track; 15 mi. electrified; 2,976 mi. 4'8 1/2" 


gage, 156 mi. 3'3 3/8" gage, 226 mi. 2'5 1/2" gage 

Highways: 29,000 mi.; 5,190 mi. paved, 7,130 mi. gravel, crushed stone, and 
improved earth, 16.680 mi. unimproved warth, additional 1,150 mi. (mostly 
paved) in territory (Sinai) occupied by Israel 

inland waterways: 2,100 mi.; Suez Canal, 100 mi. long, temporarily closed to 
navigation because of sunken vessels; normally used by ocean-going vessels 
drawing up to 38 ft. of water; Alexandria-Cairo waterway navigable by barges 
of 500-ton capacity; Nile and large canals by barges of 420-ton capacity; 
Ismailia Carial by barges of 200- to 30)-ton capacity; secondary canals by 
sailing craft of 10- to 70-ton capacity 

Freight carried: Suez Canal (1966) -- 242 million tons of which 175.6 million 
tons were POL 

Pipelines: crude oi], 185 mi.; refined products, 390 mi.; natural gas, 30 mi. 

Ports: 3 major, 8 minor 

Merchant marine: 45 ships (1,000 GRT or over) totaling 208,400 GRT, 275,500 
DWT; includes 5 passenger, 32 cargo, 8 tanker (C) 

Civil air: 16 major transport aircraft 

Airfields: 159 total, 79 usable; 69 with permanent-surface runways; 42 with 
runways 8,000-11.999 ft., 21 with runways 4,00G-7,999 ft.; 2 seaplane stations 

Telecommunications: second best system of coaxial and multiconductor cables, 
open-wire lines, and radio communication stations in Africa; principal centers 
Alexandria and Cairo, secondary centers Al Mansurah, Ismailia, and Tanta; 
365,000 telephones; 5.1 million radio and 600,000 TV receivers; 12 AM, 1 FM, 
and 26 TV stations 
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APPENDIX A 


ELEMENTS OF THE EGYPTIAN BUDGET 


The Administrative Budget 


This budget, covering expenditures of the Presidency and the var’ 
I as well as state investment for infrastructure 

Ine revenues. More than one-third of domestic reve 
excise taxes. Because of the importance of im 
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has avoided Increases in direct personal taxes and has resorted instead to such 
Holy War) bonds i 
issued during the inter-war period are an example. 


The Enterprise Budget 
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Revenues for this budget consist of the earnings of state firms, transfers to 
the state from foreign project loans, and some domestic loans. Expenditures include 


salaries of all employees in state enterprises, all state firm expenditures for inputs, 
and all capital investment outlay for productive assets. 


The enterprise budget is the Principal source 
of state spending in Egypt. In its "gross" form it s 
all state enterprises and involves considerabl 


of confusion about the level 
ubsumes the total earnings of 
e double counting because of inter-firm 
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The Emergency Fund 


_ Grant aid from Arab countries is credite 
than $200 million annually may have been bo 
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APPENDIX B 


EGYPTIAN BANKING INSTITUTIONS 
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The Central Bank 


The Egyptian Central Bank was created in 1961, in part from assets of the 
National Bank of Egypt which previously had functioned as a central bank. The 
Central Bank took over all the assets and liabilities of the note issue department 
of the National Bank of Egypt and those of its banking department that related 
to central banking functions. The Central Bank is empowered to contro! the money ; 
supply through manipulation of reserve requirements, interest rates, and direct 
credit restrictions. The chief business of the bank, however, has been to facilitate ; ; 
seasonal financing of the cotton crop and to meet short-term financial requirements if 
of the government, including those of many government enterprises: Although at 
one time the bank had some independent influence on monetary and credit policy, 
it has now become little more than an appendage of the government. 
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Other Official Banks 


Other government-controlled banks have been increasingly specialized and } a 
bureaucratized over the years. In 1964, all commercial banks were amalgamated : 
into five large institutions, each sf which was assigned specific functions. The role 
of several individual banks was even more narrowly defined in 1971. 


e The National Bank of Egypt, the largest commercial bank and 
probably the second largest financial institution of any kind, was 
restricted to foreign trade. i 


e The Bank Misr was assigned to the textile industry until 1971, when } 
it absorbed the multi-functional but largely defunct Bank of Port i 
Said; subsequently it has. provided financing for all domestic trade. f 

i 


e The Bank of Alexandria, once a purely commercial bank for 
Egyptian industries, now embraces the investment banking functions 
that previously had been performed by the Industrial Bank of Egypt. 


i 

i 

e The Egyptian Real Estate Bank and the Real Estate Credit Bank, 
were merged in 1971 and charged with financing all private i 
construction and housing sales. i 


e The formerly independent Agricultural Credit Bank was nationalized 


in 1961 and has since been al! but absorbed by the agricultural H 
a cooperatives. In addition to fin.acing the cooperative movement, ive 
Bt it continues to provide cheap seasonal loans to small farmers and 
: i 
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cheaper long-term lvans for such agricultural investment activities 
as land reclamation and development. 


The Bank of Cairo remained the financial affiliate of Egypt's state 
service industries as it has been for a decade. 


Arab Multinational Banks 
The Arab-African Bank 


Until late 1971 the only post-revolutionary banking entity in Egypt not 
completely controlled by the government was the Aiob-African Bank, a joint 
Egyptian-Kuwaiti venture started in 1965. Originally founded to provide funds for 
economic development, if did not actually begin operations until 1967. Its role 
in development funding has been negligible. but it has provided a wide variety 
of other banking services. Kuwait and Egynt have gradually reduced their equity 
to 42.5% each. The remaining shares have bevn sold to various Arab individuals 
and institutions including the Rafidoni Bark of lrg, the Central Bank of Algeria, 
the Jordanian Ministry of Finance, and the government of Qatar. 


The Arab International Bank (AIB) 


In the fall of 1971 the Egyptian government chartered a totally new financial 
institution, the semi-autonomous Egyptian International Bank (EIB). Subsequently 
shares were sold to Sheik Abdallah Al-Mubarak Al Sabah of Kuwait, to the 
government of Libya, and to the United Arab Emirates; and the name of the bank 
has been changed to the Arab International Bank (AIB). It is charged with soliciting 
time and demand deposits denominated in foreign currency from Egyptians who 
bank abroad and from foreigners. Free transfer of deposits is guaranteed, and, in 
the Swiss manner, deposits are protected from scrutiny. On the lending side the 
AIB functions as a development and investment banking institution, providing 
forzign exchange financing for private and semi-private industrial expansion -- 
primarily in export and import-substitution industries — and for investment in the 
service sectors. 


The Sadat government expects the AIB to play a prominent role in its 


economic liberalization program and to form the nucleus of an international center 
‘in Cairo that will rival Beirut. 
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Exy,..  alue and Distribution of Total Imports, by SETC Categories, 1971 


OO 
Mineral 
Fuels, : Miscel 
Food , Crude — Lubricants, Animal and Trans- fancous 
and Beverages Material and Vegetable Manu- portation Manu- 
Live and (Except Related Fats and factured Equip- factured 
Total Animals Tobacco Fuels) Materials Oils Chemicals Goods Machinery ment Goods 


0 1 2 3 4 5 6 WM&72 73 8 9 


Million US $ 
ee ee A 


1,140 198 


Distribation 
United States 
Canada 
Japan 
United Kingdom 
West Germany 
France 
Maly 
Other Western 

Europe? 
Soviet Union 
Other 10 . 


3 : 
I. Aleades entry (...) indicates a negligible amount of imports. a 


2 Excluding data for Greece, freland, Portugal, and Tuskey. 
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Egypt: Value of Significant Imports from the United States and the West, 1971! 


Spe RS 


| . Million US $ as 
Ninports From : 
(1) (2) (3) | | 
United States, Column 4 ; 
Canada, Japan, 2+ 7 4 : 
France, United Other : he: 
SITC . United Kingdom, Italy, Western a ; 
Categories Commodities States West Germany Europe « he : 
fe 
041 Wheat 2.1 2.6 | 
044 Corn 2.3 2.3 2.3 4 
046 Wheat flour wae? 53.1 54.3 
048 Cereal preparations Q.5 0.5 0.6 
081 Animal foods 1.3 1.4 1.7 


121 Tobacco 2: 1.0 LA 1 
122 Tobacco manufactures 0.8 1 


332 Petroleum products 0.6 16.7 19.5 
411 Animal oils ar:d fats 11.0 11.4 ~ IL6 
| 421 Vegetable oils and fats 18.5 18.9 19.5 


| 561 Manufactured fertilizers eee 3.5 3.7 
! 599 Chemical materials, n.e.s. 1.4 10.1 26.1 
: : Of which: ; 

599.2 Pesticides , 0.1 4,5 NA. 


678 Iron and steel tubes and pipes 0.5 6.2 6.4 
, Of which: 
678.2 Seamless steel tubing 0.3 » 4,0 N.A. 3 
‘ 711 Non-electrical power generating machinery 1.6 9.1 13.2 
717 Textile and leather machinery 0.2. 6.6 11.3 
719 Non-electric machinery, nes. 4.5 24.9 29.0 : 
Of which: 
719.2 Pumps and centrifuges 19 8.6 N.A. ‘ 
724 Telecommunications apparatus 0.3 6.9 12.9 
732 Road vehicles 1.4 47.5 48.3 é 
Of which: -§ 
732.1 Passenger vehicles (non-bus) 0.1 10.4 N.A. is 
732.3 Trucks ‘ 0.2 18.3 N.A 
732.8 Bodies, frames, and other vehicle 
parts 0.6 16.7 N.A. 
734 ’ Aircraft 1.4 3.2 3.4 
Of which: 
734.9 Aircraft parts 140 3.2 N.A. 


1. No total or data for “all other suppliers” can be derived, because the other trading partners of the Arab states do not 
publish trade data at this level of detail. 


2. A leader entry (....) indicates a negligible amount of imports. 
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APPENDIX D 
Egy pt: Balance of Payments! 
| Million US $ 
FY672, FY 682 FY692)— FY 702) FY712.—s FY 722 


A. Merchandise — 
Exports, f.o.b. 607 583 707 800 823 839 
Imports, c.i.!. -953 -890 -883 -1,088 «1,221 +1,279 
Trade balance -346 -307 -176 -288 -398 ' 440 


B. Services 
Receipts 402 154 171 171 
Suez Canal dues 219 saa ate ee 
Other services 183 154 171 171 
Payments -239 -214 -252 -262 
Total (net) 164 59 81 91 


C. Unrequited transfers (net) 288 320 ' 272 


D. Balance on current account 
(A+B+C) -216.. 


E. Nonmonetary capital 
Drawings on medium- and 
long-term loans 
Repayments on medium- and 
long-term loans 
Other capital (net) 


Total 


| 
| 
re 
! 
| 
H 
| 
| 
} 
| 
| 
| 
} 


F. Net errors and omissions 
G. Total (D+ E + F) 

H. Allocation of SDRs 

I. Total (G + H) 


J. Monetary movements 
Foreign exchange 
(increase -) 
Payments agreements 
Other 


Total3 
1. Converted throughout at the rate of SE 1 = US $2.30. 
2. Ending 31 June of designated year. 
3. Negative entry denotes a balance-of-pay ments surplus, a positive entry a deficit. 
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! | 
a 
| 
APPENDIX F | 


US COMPANIES WITH OPERATIONS IN EGYPT 


ee, 


— Tourism and entertainment ther (Continued) i 
‘ 

Columbia Motion Pictures Merk, Sharp, and Dohme : 

. Hilton Hotels International National Cash Register : 
Metro Goldwyn Maye: of Egypt Olin Mathieson i 

Paramount Film of Egypt, Inc. Parke Davis International : 

The American Express Co., Inc. Pfizer, Egypt SAE i 

Trans World Airlines, Inc,1 i 


Schering Corporation 

Singer Sewing Machine 

Soya Bean Council of America 

Nile Ginning Co. 
US Vitamin and Pharmaceutical Co. 
Westinghouse Electric Co, 

Westrex Co. East 

Wyeth International, Ltd. 


Universal Pictures Corp. of Egypt 
Oil and gas 


Production 


Amoco (UAR) 
Phillips Petroleum 


| 
| 
; 
| Twentieth Century Fox Import Corp. 
| 
| 
i 
! 


Consulting and engineering 


Marketing (bunkers) Koppers Co., Inc. 


Bechtel Corp. 
' Esso Standard Near East, Inc. Murphy Pacific Co. 
. Mobil 


Caltex Egypt SAA 


t 
| 
| Exploration 


Trans World 
: Mobil 
Exxon 
| Conoco 


Union Oil 
. Pexamin Pacific 


Other 


Abbot Laboratories 
Aero Service Corporation 
American Eastern Trading and Shipping 
Aromatcc (cosmetics) 
Carter Products, Inc. 
' Ford Motor Co. (Egypt) SAE! 
IBM World Trade Corp. 
Kodak (Egypt) SAE 


1. Holding operz tions for companies with sequestered or otherwise inoperative assets. 
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APPENDIX G . , 

EGYPT: BALANCE-OF-PAYMENTS PROJECTIONS | 

| ! 

Million US $ 

’ ; ry 
. ri 
Foreign | 

Current ‘Foreign Direct Debt 

" Account Aid Invest- Retire- ; 


faa 


Deficit (Net) ment (Net) ment 


1975-600 300 300 ‘ie 
1976-600 300 300 ae 
1977-600 300 300 ae 

1978 —_-600 300 300 i 

1979-480 200 280 as 

1980 «470 200 270 bes | 

1981 —-30 2 30 os 

1982 +180 Ae " -180 

1983 +260 ie ifs 250° 

1984 +340 sa be -340 
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